
Subject: FW: SPAWAR SERVICE CONTRACTING TRIPWIRES

This note is being posted on the SSC LANT e-commerce site in order to provide information related to subject trip wires to our industry partners. 

The purpose of this note is to our industry partners with information and guidance on the Navy's razor-sharp focus on the oversight of contracting for services and the Service Contracting Trip Wire policy contained in SPAWARNOTE 4200 of 14 May 2012 which is attached and was distributed to SSC LANT in a Daily News Article on 14 May.  Further implementation guidance will be published within the next 30 days.

The trip wire policy reflects a significant environmental change in acquisition policy from "How quick can I get it done" to "Do I know how every penny is being spent". It reflects a shift in priority from speed to oversight. This focus shift is being driven by Navy senior leadership (e.g., CNO/VCNO/RADM Brady/LANT CO/ED). 

The implementation of this policy fundamentally changes the way we will execute work through contracts. We are modifying our processes for work acceptance and project execution to allow for the time to conduct acquisition planning, requirements definition, and monitoring of contractor performance and cost required to execute the contracting function in accordance with existing laws, regulations, and policies including the trip wire policy.  

Services contracting now represents more than 50 percent of all Department of Navy's contracted annual obligations. Contracting of services is key to the success of meeting Navy Warfighter Information Dominance requirements. The process for procuring services, however, has been recognized as not as mature as the process for buying weapon systems. As a result, the Navy is significantly increasing visibility and oversight by Navy leadership of service contracts.. All Navy SYSCOMS have held service courts or contract courts. SPAWAR HQ conducted discovery level Service Acquisition Requirements Review Boards (SARRB) for SSCA and SSCP which identified strengths and best practices but also identified areas that without oversight can be opportunity for mishaps.

Strengths noted at the SSC LANT SARRB included (1) development and execution of the command wide contracts strategy, (2) CO/ED approval of contract action requests/J&As, (3) reduction of duplicative contracts, and (4) collaboration w/Industry and Small Business.  Weaknesses noted included (1) COR oversight, (2) lack of planning resulting in need for bridge contracts, (3) inadequately defined scope at task order level, (4) lack of control on use of subcontracts (adding subcontractors after award), and (5) lack of comparison of proposed vs. actual rates by the COR at the task order level. Actions items identified for the "way ahead" include (1) education of leadership, supervisors, IPT leads, and CORs, (2) use of trip wires, (3) COR transition to task order level, (4) award of pillar contracts, and (5) continued oversight by senior leadership.

The purpose of the SPAWAR trip wire guidance is to force visibility and conscious decisions at higher management levels to improve the acquisition of services tradecraft and that will alert SPAWAR/LANT leadership to risk areas before unintended situations occur. The trip wire guidance does not add new or change existing acquisition regulations and/or policy. It does, however, establish policies and procedures for the oversight, planning, and executing that are designed to ensure enforcement of existing regulations and policy related to acquisition of service requirements. 

The Command, through the Contracting Strategy Working Group (CSWG), is currently developing processes and tools (1) facilitate the implementation of the trip wires described above (2) collection of the data and (3) execution of the COR process as currently described on the COG. The trip wire guidance is currently being added to all processes related to contracts including Multiple Award Contracts, Single Award Contracts, Simplified Acquisition, and Post Award administration. HQ/PAC/LANT are developing tools and methodology for collection of trip wire metrics which will be added to the Command Scoreboard.  The implementation of the trip wires will be a topic at our Contract Industry Council (CIC) meetings and future industry symposiums. Industry partners are encouraged to solicit feedback address specific concerns with your CIC representatives.

The trip wires identified in SPAWAR Note 4200 are listed and discussed below. 

1. Labor Rates and Performance. For all cost-type, Time and Material (T&M), and Labor-Hour services contracts and task orders, the following tripwires shall be implemented:
a. Excessive rates prior to Award: When proposed fully burdened labor rates are in excess of $250k/year ($120.19/hour) in any labor category, the SSC LANT Procuring Contracting Officer (PCO) and   Source Selection Authority (SSA)   shall address these rates with the cost and technical source selection teams and document analysis of this issue within the Best Value Determination. The PCO will forward the Business Clearance Memorandum or Price Negotiation Memorandum for all service contracts and task orders, to SPAWAR 2.0/2.0A for review prior to award, when proposed fully burdened labor rates are in excess of $250k/year ($120.19/hour) in any labor category.
b. Excessive rates post award: The COR will monitor monthly average actual rates and will notify the 2.0 PCO and originating Tier 2 and cognizant DBPM. via signed written communication, of all fully burdened labor charges in ANY labor category in excess of $250K per year ($120.19/hour) which were not originally specified in the contractor's proposal at award. The COR will also document this in the applicable monthly report.
c. Proposed vs. actual rates: The COR will monitor monthly average actual labor rates compared to average negotiated labor rates. Any variation of actual-to-negotiated labor rate averages greater than 15%  requires notification via signed written communication to the PCO and originating Tier 2 and cognizant DBPM.  Averages greater than 20% for more than three consecutive months will be elevated to 2.0. The COR will also document this in the applicable monthly report. 

2. Subcontracts. Post award due diligence is required to monitor any proposed addition of subcontractors beyond those included and evaluated as part of the initial award. The Government cannot be perceived as exerting improper influence on the prime contractor to contract with specific subcontractors. The purpose of this trip wire is to (1) prevent the addition of subcontractors after award to be used as a method to "shop contracts" (e.g., use to get to a specific contractor or contractor employees/people you know), (2) reduce pass through fees, and (3) prevent use to get to "high cost" contractors/consultants. 
a. Each additional subcontractor must be reviewed by the PCO to ensure the contractor has provided the required documentation (FAR Part 44.201) and that the information clearly supports that the proposed subcontract(s) is appropriate for the risk(s) involved and consistent with current policy and sound business judgment. The PCO shall obtain review by the COR and approval from the originating Tier 2 and cognizant DBPM. to include the additional subcontractor(s). All subcontractor additions will be approved at 1 level above the PCO. Subcontractor additions in excess of $1M must be approved by the CO/ED.

3. Other direct costs (ODCs). ODCs include material, travel and other non-labor costs).  While a services contract is appropriate when the primary purpose is to perform an identifiable task, materials are often required to perform these services. It may be appropriate for a services contractor to procure materials under a services contract; however, there are a number of considerations that enter into developing an appropriate strategy to meet any requirement. Other Direct Costs (ODCs) are intended to include travel and incidental miscellaneous materials required in performance of the service. They are not intended to hide expensive consultants or subcontractors, or for the Government to purchase material by circumventing existing policies and procedures. DASN memorandum issued on 15 May 2007, emphasizes "the need to ensure that service contracts are not improperly used to acquire products or facilities not required for, or incidental to, performance of those services."  Therefore, the following tripwires shall be implemented for all service contracts and task orders: 
a. Prior To Award (Contract and task orders): If ODCs are estimated greater than 10% of the total labor value or exceed $3M (whichever is lower) for any given contract/order year, the originating Tier 2 and cognizant DBPM shall document the rationale for the ODC requirements and provide the rationale to the PCO. The methods for monitoring these ODCs shall be documented in the applicable Quality Assurance Surveillance Plan (QASP).
b. Post Award: The Contracting Officer's Representative (COR) will monitor the use of ODCs at the task order level. The Contract Resource Manager (CRM) shall monitor the use of ODCs at the basic contract level. If the amount of ODCs charged exceeds 10% of the original ODC total, the rationale shall be documented in a Memorandum signed by the Program Manager (or equivalent), and provided to the PCO.

4.  One Bids. Effective competition is one of the most powerful tools the Government has to affect real efficiency, do more with less, and make every dollar count. Single offers, or "one bids," can be the result of several factors: inadequate time to prepare a proposal, poorly described requirements, or evaluation factors that appear to favor an incumbent. In accordance with reference (a), if only one offer is received, the PCO shall re-solicit or enter into negotiations with the single offeror and document the results in a Business Clearance Memorandum (BCM). If a solicitation was open for less than 30 days and only one offer was received, the PCO shall re-solicit for a minimum of an additional 30 days, unless a waiver is obtained from SPAWAR 2.0/2.0A. The following trip wires shall be implemented for all service and task order.      
a. One bids" received under a competitive solicitation will be reported by the LANT PCO to 2.0. 
b. Business Clearance Memorandum (BCM) approval  for all "one bid" procurements greater than $10M will require SPAWAR 2.0  approval.

5. Bridge contract actions (includes contract ceiling increases and period of performance extensions). J&As for all bridge contracting actions and task orders greater than $12.5M and/or greater than six (6) month period of performance, require SPAWAR 2.0 approval. J&As for any subsequent bridge contracting action and task orders (i.e. 2nd, 3rd bridge), regardless of value or period of performance, require SPAWAR 2.0 approval. NO bridge contracting actions, regardless of value or length of performance, will be issued under Seaport-e Task Orders. In addition to the above, any exercise of options earlier than the time specified in the original contract will require SPAWAR HQ approval. 

6. Best value source selection premiums.  Source selection premiums are defined as an award amounts in excess of the low, technically acceptable offer. Source selection premiums in excess of 10% will require SPAWAR HQ approval.  

7. Acquisition plans. Service contract actions with an estimated total value of $25M to $50M, will require SPAWAR HQ approval of an Abbreviated Acquisition Plan (AAP). 

8. SeaPort-e Usage. SeaPort-e is the Navy's electronic platform for acquiring support services. All Navy System Commands are able to participate in this standardized and efficient tool to reach a vast population of diverse industry service providers. Through SeaPort-e ordering, competition is guaranteed as all task orders are competitively solicited. SeaPort-e will continue to be an integral part of the SCC LANT contracts strategy.


